The main aim of paper is seen at two levels: the first level to assess the situation on the venture capital market in the Czech Republic based on the results of a comparative study of selected countries of European Union is the area of venture capital financing. The second level is, then, to propose measures, whose implications could increase the effectiveness of venture capital to the business sector in the Czech Republic. The main purpose of the paper is to identify internally homogeneous groups of the EU states regarding the situation on the venture capital market in the European Union Member States. The aim of this article is supported by relevant statistical data for the period 2008-2013 to assess the legislative framework of venture capital market in the Czech Republic and other selected European countries. Based on the results of cluster analysis, EU countries were identified, Hungary and the Netherlands, in which legislative conditions with venture capital market were subsequently analyzed and the results were compared with the situation in the Czech Republic. The Netherlands as a representative of the countries with developed market risk capital, Hungary as a representative of CEE countries. The problem of undeveloped VC market in the Czech Republic is not in demand for venture capital, but in its supply. Pension funds and insurance companies cannot invest more than 5% in risky assets. In the Czech Republic, there are no tax incentives to attract investors and even government programs that could complement the missing investors and support the creation of venture capital funds. This low level of venture capital usage for the development of enterprises could also be seen in misunderstanding and ignorance of this form of financing, the inability of management to prepare a business plan and to attract a potential investor, fears of administrative burdens arising from an investor and finally questionable return on investment when, for example, public offering of shares, which achieves a high appreciation, is in the Czech Republic underused.
Introduction
According to the definition of the European Association for Private Equity Venture Capital (hereinafter EVCA) with financing through venture capital refers to providing the equity capital to companies emitting no shares. Depending on the life stage-funded enterprise, we can distinguish the following forms of Private Equity: Venture Capital, Growth Capital, Replacement Capital, Rescue / Turnaround Capital and Buyouts.
Venture capital providers are either private investors (Business Angels) or institutional investors (Venture Capital Funds). Their aim is an adequate return on capital invested by reference to the risk undertaken. The aim of the using the private equity on the part of enterprises is, for example, the development of new products and technologies, expansion of business activities (implementation of an expansion strategy), or strengthening its capital structure (e.g., Busse, 2003; Geyer, Hanke, Litt, 2006; Valach, 2006) .
Functioning market with venture capital positively stimulates the business environment, i.e., it supports the creation of new businesses and their increased competitiveness, contributing to the creation of new jobs and ultimately has a positive effect on economic growth of national economies (Engel, 2001 ; Nývltová, Rež áková, 2007; Roling, 2001 ).
The venture capital market as an alternative form of corporate financing in North America and Western Europe and in the modern concept is continuously developing since the late 19 th century. The Czech Republic is drawn into the events of the 90s of the twentieth century. Investors (Limited Partners), an investment company (General Partners) and funded enterprises (Investee Companies) have become an integral part of the financial market. According to figures from EVCA only between 2000 and 2004, European enterprises financed through Private Equity have created more than 1 million jobs and recorded employment growth on averaged at 5.4%, while in the same period, the growth rate of total employment in the EU25 was 0.7%.
Financing of the development of private enterprises in the form of venture capital is an alternative way to a wide range of other forms of business financing. Properties of business development financing in the form of venture capital can be based on a review of selected approaches and the conclusions drawn from the findings (Rajchlová et al., 2012) . The use of venture capital in developed economies is an obvious part of corporate financing through the capital market (Rajchlová et al., 2012) . For example, the success of Silicon Valley in the USA is currently tied with venture capital financing. The economic upswing in Germany in the 80's of the last century was essentially financed by this type of capital (Schefcyk, 2006) . Legislative conditions are an important consideration when mapping the situation on the venture capital market in the Czech Republic. An important impetus for the current situation is a comparison of legislative conditions with other countries of the European Union.
Studies evaluating the activities of the countries in the area of venture capital are the basis of the present research project. This is especially the annually published study EVCA. However, the purpose of the paper is to choose states based on the use of statistical methods, which are identified as internally homogeneous groups of states of the European Union regarding the situation on the venture capital market in the Member States of the European Union and, then, to select those states that have higher levels of using the venture capital. The paper will analyze and, then, compare the legislative environment of individual states.
The main aim of paper is seen at two levels: the first level to assess the situation on the venture capital market in the Czech Republic based on the results of a comparative study of selected countries of European Union is the area of venture capital financing. The second level is, then, to propose measures, whose implications could increase the effectiveness of venture capital to the business sector in the Czech Republic. Comparative study is based on Cluster analysis method. As results of Cluster analysis, the Czech Republic, the Netherlands and Hungary were selected (reasoning in methodology and results).
Due to the high specification of this paper, with emphasis on the comparison of the legislative environment in the Czech Republic and selected states, there is no relevant literature or scientific papers dealing with the specific topic. Therefore, the theoretical framework is focused on the previous studies and researches dealing with the issue of venture capital financing in general.
Theoretical framework
According to the definition of the European Association for Private Equity Venture Capital (hereinafter EVCA), financing through Private Equity means to provide equity capital to companies emitting no shares. Depending on the life stage of funded enterprise, we can distinguish the following forms of Private Equity: Venture Capital, Growth Many studies are exploring the issue of venture capital that have been already published (Rajchlová, Fedorová, Svatošová, 2014 ). E.g., Jain and Kini (1995) conducted the research of 136 companies that were financed by venture capital; the results showed that the support of venture capital has a positive impact on higher employment and revenue growth in comparison with companies that are funded by other forms of financing (control group). The similar research was made by Lerner (1999) , which aimed to compare companies funded by venture capital with control group. The research presented the companies financed by venture capital showed three to four times higher rate of growth in selected indicators -employment and sales than the control group. Based on internal data of surveyed companies, Engel and Keilbach (2002) studied the impact of venture capital on the number of patent announcement. The authors assume that venture capital investors finance more innovative companies, but afterward strengthen its activities in the form of product placing on the market and, thus, increase the speed of the business development. Manigart, Hyfte (1999) were focused on the survey that showed the companies financed by venture capital and do not have expressively higher employment growth, but have a higher rate of growth in assets and cash flow. In the research, 187 Belgian companies financed by venture capital were compared with the control group of companies.
Materials and methods
The basis for drafting the comparative study was to use statistical methods of cluster analysis. The purpose was to identify internally homogeneous groups of the EU states regarding the situation on the venture capital market in the European Union Member States. The main aim of paper is seen at two levels: the first level to assess the situation on the venture capital market in the Czech Republic based on the results of a comparative study of selected countries of European Union is the area of venture capital financing. The second level is, then, to propose measures, whose implications could increase the effectiveness of venture capital to the business sector in the Czech Republic.
Its results will be used to define the group of countries with a similar level of venture capital investment. The aim of this article is supported by relevant statistical data for the period 2008-2013 to assess the legislative framework of venture capital market in the Czech Republic and other selected European countries. The criteria for determining appropriate levels of data were used, i.e., the characteristics of supply and demand for venture capital.
The supply is characterized by:
The share of financial deposit, which have venture capital funds to GDP (fundraising/GDP). Total size of the investment, expressed as a percentage of GDP in the national territory (investment/GDP). The share of VC investments to PE (VC/PE).
The demand for venture capital is, then, characterized by the following features:
The share of expenditure on R&D to GDP (R&D/GDP). Sequence in the evaluation of difficulty with starting up a business by Doing Business. To fulfil this aim, it was necessary to identify the correct method of data processing. Given the need to assemble a group of states that exhibit similarities in the legislative framework for venture capital, the cluster analysis was used. Clustering process was conducted in STATISTICA 12. Cluster analysis is formulated as a procedure, by which we group together individuals or units into groups based on their similarities and differences. (Hebák, 2007) . There are different approaches to clustering, i.e., nearest neighbor method, furthest neighbor method, centring method, pairwise distance method and Ward's method. For study evaluation, the Ward's method was selected as the most effective method that is based on analysis of variance. Ward's method combines those clusters, where the minimum sum of squares is used. It tends to form relatively small clusters. As a metric distance, the Euclidean distance was used.
The source of the data contained in these documents is a statistical platform PEREP Analytics tracking a development of Private Equity and Venture Capital in 25 European countries. Statistical PEREP Analytics platform is a joint activity EVCA and 18 national associations of companies investing Private Equity and Venture Capital. Statistical data are basically evaluated from two perspectives: the first one is the headquarters of company investing Private Equity and Venture Capital (i.e., investments by country of management -industry statistics), the other one is the headquarter of funded business entity (i.e., investments by country of portfolio management -market statistics). As a results of cluster analysis, the Czech Republic, Hungary and the Netherlands for comparative study was selected (see details in results).
Limitations of this comparative study are seen in the selection of that year, i.e., 2014. Nevertheless, this limitation is not considered by authors as significant, since it cannot be assumed the changes in legislation the Netherlands and since the venture capital in Netherlands has been greatly entrenched.
Results
The Figure 1 shows the process of linking the various objects, i.e., countries into groups. The clustering process will be terminated at the best moment to join a cluster of Bulgaria, Slovakia & Slovenia & Croatia, Hungary and Luxembourg to a cluster of Czech Republic, Poland and Spain. This moment is shown in Figure 1 by a red vertical. Based on the results of cluster analysis, we can identify eight clusters. Based on the results of cluster analysis, three countries were chosen: the Netherlands, Czech Republic and Hungary, their level of venture capital market is sufficiently different, and barriers for the development of venture capital markets can be expected to be founded. Table 2 shows the values that entered into a cluster analysis. The advantage of SICAV is that issues two classes of shares, founding and investment shares that allow the exit in the form of redemption, and so it will be easier to collect funds from a wide range of investors. Investment funds of qualified investors will be able to work well under the legal form as a Limited Partnership on Investment Sheets (hereinafter SICAR). This form corresponds to the foreign Limited Liability Partnership, which is dominating by PE/VC funds in the world. The main advantage is seen primarily in fiscal transparency, flexible capital structure and a low level of regulation. In the Czech Republic, however, this legal form is handicapped compared to other legal forms; the fund in this form are subject to the tax on dividends and capital gains and also capital losses on venture capital investments are not tax deductible items.
Investment funds are subject to 5% of income tax by 2015, even though it was a fiscally transparent legal form. Since 2015, the tax rate for investment funds is 0%, and, therefore, the first double taxation is eliminated. Capital gains tax is 15% and for nonresidents, it only applies if the Czech Republic does not sign the contract with other countries. Fund management is not subject to VAT.
In connection with the ease of starting up a business, the Czech Republic is ranked at 110 th place in the world. The entire process of business registration takes on average of 19 days and consists of 9 treatments -registration of trademarks, criminal records and land registry, notarization, obtaining confirmation of administrator of capital, registration in the Trade and Companies Register, tax registration, registration of a payer of social and health insurance. The entire process is based on approximately 27 000 CZK (World Bank, 2015a).
In case of dealing insolvency, the Czech Republic has placed among the top places. This dealing takes on average of 2.1 years and costs constitute 17% of the assets of the company. An enterprise may go through liquidation or reorganization and the rate of recovery of the company is 65.6%.
Supporting programs at the state level
No program is still occurred in CR that would directly support venture capital investments. During the existence of the independent Czech Republic, there were two attempts at the formation of a venture capital fund with the participation of public monetary funds. The first Czech fund, venture capital fund (hereafter VCF), was established in 1995 and until 2000 nine companies have entered into the und. However, in 2000, it required for liquidation and its portfolio were sold under disadvantageous conditions. The reason for the liquidation of the fund was particularly the law and subsequent illegal status of fund (Pazour, Marek, 2011 ).
In 2005, in cooperation with CzechInvest and the Ministry of Industry and Trade (MIT), a draft supporting SMEs through venture capital fund has been prepared, where less than half of the monetary funds consisted of public resources, the rest would be from private investors. However, this proposal was not approved. 
The Netherlands

Investment climate
During the economic crisis in the Netherlands, the institutional investors in the structure of investors have completely disappeared. Dutch bank and insurance company DSB ceased its activities in 2009 and the banking group ABN-AMRO Group NV was nationalized in 2009 after serious problems with liquidity. As a result, a lot of banks, insurance companies and pension funds have been compelled to restrict their participation in risky assets (Koëter, 2012) .
Currently, in the Netherlands, the pension fund must have a sufficient liquidity to be able to pay pensions, but no limits on pension fund investments by type of asset were imposed, it is only a requirement of diversification (OECD, 2014). The question is how the requirements will change with the newly planned IORP II Directive.
The same regime as for pension funds also applies to insurance companies. There are demands on their liquidity, which are based on the potential loss on the income statement. In January 2016, Solvency II Directive should be in validity. Dutch insurance companies are very well prepared for the requirements of Solvency II (De Nederlandsche Bank, 2011). It can be, therefore, assumed that the structure of the investors in the Netherlands does significantly affect this Directive.
Regarding the implementation of AIFMD (2014) 
Legislative and tax environment
According to Doing Business (World Bank, 2015c), the Netherlands is placed on 27 th place in the world in evaluating the simplicity of business. In the ease of starting up a business, the country is on the 21 st position, in tax burden it is on 23th place and in the field of dealing insolvency it is on 12 th place.
According to these three parameters, it can be argued that the Netherlands is a country friendly to entrepreneurs. In the Netherlands, VC funds may have different structures. The most common is a Limited Partnership, Commanditaire Vennootschap (hereinafter CV). Additionally, there may be a Limited Liability Company, Bestolen Vennootschap (hereafter BV) or cooperative Co-op.
VC funds can always find a suitable form of structure depending on what investors they want to focus on and whether they want to avoid the risk of double taxation. It is also preferred that the activity of management companies of VC fund is not subject to VAT. Capital gains of funds are exempt from the corporate income tax, if the shareholders do not own 5% or more of the capital. Capital gains of individuals are exempt if these people do not have a 5% or more share in the company. In this case, it is a 25% tax rate. The shortcoming can be considered a high corporate income tax, which is above the EU average and amounts to 20-25% (EVCA, 2013).
In terms of insolvency, the Netherlands are assessed positively. On average, it takes 1.1 years and costs are around 3.5% of the company. During the insolvency, the company can pass both reorganization and liquidation. The rate of recovery is 88.9%.
Even the establishment of enterprises in the Netherlands is positively evaluated compared to other European countries. The whole process takes 4 days and consists of 4 treatments, registration of business names, signing the memorandum, company registration, tax registration. Fees for the entire process are around 1800 Euros.
Support programs at national level
Programs organized by the Dutch government to support the activities of venture capital in the country are following: Seed Capital-Regeling, Groeifaciliteit, PPM Oost.
In the Netherlands, there are several VC management companies that generate funds, in which EIF invests. It is: Partech International, Vendis Capital, Metric Capital Partners, Metha Capital, Gilde Equity Management Benelux Partners, Capital Partners Holding B.V. In terms of CIP program (predecessor of COSME), the management company Karmijn Kapitaal Management is operating, whose VC funds focus on businesses in the stages of development (EVCA, 2013).
Hungary
Investment climate
In Hungary, the pension funds can invest only 5% of its assets in venture capital, including VC fund. The same conditions apply to insurance companies. They can invest 5% of its assets in PE/VC funds, geographical restrictions do not apply here.
Hungary transposed the directive AIFMD into its legislation in the form of XCI Act, 2014 March 16, 2014, about nine months after the deadline. No management company based in Hungary was registered to a lighter regime EuVECA (EVCA, 2014).
Hungary has the lowest spending on research and development of the three countries being compared, expressed as a share of GDP to research and development that represents about 1.4%. Programs supporting the research and development are the following: Hungarian Scientific Research Fund (Otka), National Research, Development and Innovation Fund (NKFIA) Bilateral S&T International Cooperation, Eurostars.
Hungary also strongly supports the research and development through EU programs. For the period Table 3 shows results of comparative study and in detail describes the similarities and differences among selected countries. Source: own.
Discussion
The problem of undeveloped venture capital market in the Czech Republic is not in demand for venture capital, but in its supply. The Czech Republic reaches almost the same proportion of expenditure on R&D to GDP as the Netherlands and higher than Hungary.
Research and development aid from the state is realized in the various programs. The cost on registering and maintaining patents are lower in comparison with the other two countries. The Czech Republic do not offer favorable tax incentives for the research and development as Hungary, but it may be argued on investments in research and development that they are high. The only problem may be the transformation of research and development to final commercial form, since the Czech Republic is in terms of the difficulty with starting up a business evaluated up to 110 th place. In addition to this problem from the perspective of demand, it does not seem a barrier that would avert the development of venture capital investment, and it can be argued that plenty of businesses is the Czech Republic -could be attractive for venture capital investors.
Much problematic seems to be the supply side on the venture capital market in the Czech Republic. If ever VC were funds created in the Czech Republic, their investors have always been a private person. In the Czech Republic, it is not possible for pension companies and insurance companies to invest a part of their resources to VC funds. It can be argued that neither the Netherlands nor in Hungary pension companies and insurance companies invest in venture capital funds, yet in both countries,VC funds were created (in 2013). In the Netherlands and Hungary, however, an important role as an investor represents government agencies that through government programs replace the role of institutional investors. In the Netherlands, investors as private persons and companies are strongly represented, whose capital earnings are exempt from income tax. In contrast, in the Czech Republic, there are no tax incentives to attract investors and even government programs that could supplement the missing investors and support the creation of VC funds.
Conclusion
The establishment of VC fund in the Czech Republic by the end of 2014 was problematic. With the implementation of AIFMD in Czech legislation through ZISIF, the new legal forms for VC funds were created, which provide a structure to ensure tax transparency. By 2014, all the funds were subject to the tax rate of 5% and, therefore, there was the risk of double taxation. Since 2015, income tax rate of 0% pay for all investment funds and for the first time in the Czech Republic the risk of double taxation is averted. A positive fact is also element that the service of management companies of VC funds are not subject to VAT, but this is common in other countries.
The low level of use of venture capital for the development of enterprises in the Czech Republic can also be seen in misunderstanding and ignorance of this form of financing, the inability of management to prepare a business plan and to attract a potential investor, business fears of administrative burdens arising from an investor and finally questionable return on investment when, e.g., public offering of shares, which achieves a high appreciation, is in the Czech Republic underused.
